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“A Policy for Wealth” 


The London “Economist” has been publishing a 

noteworthy series of articles under the above 

caption which call for serious attention by 
American readers. 


The first article in the Economist series on “A Policy 
for Wealth,” appearing in the issue of August 19, begins 
with the assertion that the British nation faces “four 
supreme problems of economic policy.” ‘The first is that 

“known by the possibly misleading catch title of full 
employ ment.” It is defined by the recent White Paper 
as of “a high and stable level of employment.” This has 
become ‘a categorical imperative for whatever govern- 
ment, or form of government, is in power after the war. 
Expressed in economic terms, it is the problem of 
ensuring that, whatever the size of the national income, 
its flow is regular from year to year.” The second 
problem is that of the National Minimum, of “seeing 
that no citizen is allowed, for any reason, to fall below a 
standard of welfare defined, in the main, in terms of 
food, housing, education and health and, for the rest, 
in terms of cash income.” The third problem is that of 

“ensuring that the quantum of wealth produced and con- 
sumed is as large as possible.” It is the problem of 

“productivity or, more simply, that of wealth.” The 
fourth problem which cuts across all the others is that 
of “reorganizing the system of international commerce 
on which Britain’s wealth was founded and on which 
its safety depends.” 

The present series is concerned with the third of 
these problems. The others have been treated previously. 
Our readers are familiar with the issues concerned in full 
employment and the National Minimum at which the 
Beveridge Plan aims. The problem of international trade 
is quite different for us in America. The problem of the 
production of wealth, however, is relevant to any great 
industrial nation. 


The Evil of Low Production 


Not since Adam Smith's llV’ealth of Nations appeared 
in 1776, the Economist holds, has the problem of wealth 
production had proportionate emphasis. The Socialist 
has “either contented himself with the belief that a mere 
change in the ownership of the means of production 
would, by some unexplained magic, release hidden powers 
of production, or else, in company with the liberal econo- 
mist. he has assumed that the size of the communal 
output and its rate of growth were acts of God beyond 
the possibility of human control.’” Such assumptions are 


now outmoded and the desirability of applying some 
“purpose of direction” to the rate of growth in the 
national income is widely recognized. The first and 
perhaps the major cause of this is the Soviet Union. 
IXver since Stalingrad it has been “impossible for even 
the most inveterate sceptic to deny that Russia, under 
Communist leadership, has succeeded in breaking the 
secular trend, in vastly speeding up the increase of its 
national wealth and power, in asserting human control 
over the processes that determine the wealth of nations. 
Even those who most recoil from the methods of Soviet 
‘direction’ must accept the achievement; and it is a 
natural step to ask whether something of the same sort 
could not be done elsewhere by less oppressive means.” 

The productiveness of the average American worker 
is declared to be from one and a half to two and a half 
times that of the average British worker. The German 
worker, before the war, had perhaps a slight edge on 
the British worker. These are “startling facts,” for the 
cheap importation of food and the enhancement of the 
national income through overseas investments are now 
“rickety props.” Competitive exports are now necessary. 
“To the nation that hath productive efficiency shall be 
given; and from the nation that hath not shall be taken 
away even that which it hath.’ The slogan should be, 
“Double the production per man-hour, and therefore 
double the consumption per man-hour, within a_ gen- 
eration.” 


Horse-Power Equals Wealth 


The August 26 installment is entitled “The Origins of 
Productivity.” The main source is found to be not in 
size of the internal market, nor in extent of natural 
resources, but in the “volume of capital.” The American 
worker “produces more in an hour because he has more 
mechanical. equipment to assist him.” Substantially, 
“horse-power per head = wealth per head.” “In 1937 
the total consumption of electricity was 414 kilowatt- 
hours per head of the population in Great Britain and 
771 in the United States.” Capital volume is the prime 
necessity. “This is the truth that Stalin saw, and which 
entitles him to the title of the world’s greatest capitalist, 
for assuredly no country has ever made such sacrifices 
for capital or, as the classical economists would have 
said, practiced abstinence on such a_ heroic scale—and 
with such triumphant success—as Soviet Russia.” 


Unprofitable Investment 
“The Supply of Capital” is discussed in the article 
published on September 2. Britain’s deficit is declared 
to be not a matter of saving. “On the contrary, the 
major economic pre-occupation, as all the world knows, 
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has been the constant tendency of the volume of savings 
to outrun the employment of them and thus to produce 
general unemployment.” The White Paper on “Employ- 
ment Policy” is cited for 1938 figures on investment. Of 
a net total of £ 250 million “by far the greater part went 
into buildings, and of that in its turn by far the greater 
part, by common knowledge, went into residential build- 
ing. The figure of £ 20 million spent on plant and machin- 
ery by all industries other than the public utilities—or 
£ 85 million if the whole net investment of the utilities 
is included—is quite’ shockingly small.” Only three per 
cent of the national income went into new capital. The 
basic fact is that “industry has not desired to increase 
its scale of capital formation. And the basic reason for 
that, in its turn, is that the prospects for increased 
investment did not seem good enough.” The business 
man commonly explains this by reference to “high 
taxation.” The claim that tax relief should be afforded 
for profits “ploughed back” into equipment the Econo- 
mist holds reasonable. Taxation should encourage, not 
impede, capital accumulation. But the trouble is mainly 
“due to the fact that investment in additional productive 
equipment cannot be relied upon to pay.” 


“Sterile Quarrel About Ownership” 


The installment for September 9, “Industry and 
Capital,’ dismisses the issue between private and public 
ownership, though ‘‘on balance” private ownership is 
preferred. ‘There are examples in the contemporary 
world of the rapid accumulation of capital both under 
capitalism and under socialism. It seems overwhelmingly 
likely that the argument between private and public 
ownership can be dismissed as an irrelevance from the 
problem with which these articles are concerned. What 
is important for the growth of wealth is not the ownership 
of industry but the policy it pursues.” The need is for 
“technical rationalization.” This is notably true in the 
coal industry; also in the iron and steel industry, where 
the problem should be thought of “in terms of furnaces 
and mills, not of firms and companies.” The “sterile 
quarrel about ownership” should be put aside in_ the 
national interest. “A government that was really con- 
scious of its responsibility would survey each of the 
major industries in turn, and wherever it found that, on 
strictly technical grounds, some degree of rationalization 
would open the way to more rapid progress would insist 
on its being carried through—under private ownership 
if desirable or under public ownership if necessary. 
Output per man-hour is the foundation of all wealth, and 
should be the objective of policy.” 

The government's policy of “negativism” has fostered 
restrictions on production everywhere. It is hard to find 
in manufacturing industry “anything approaching genu- 
ine competition.” Cartels may be of some service in a 
depression, but their main purpose is “to restore, maintain 
or increase the profits of their members,” and the net 
result of their policies is that the community becomes 
poorer. “Fair words, of course, are spoken; it is only 
the ‘reasonable’ profits of ‘efficient’ producers that are 
tc be protected. But these are weasel-words, and the 
decision is given by a trade association elected by the 
producers themselves. . . . If any member of the ring is 
ill-advised enough to try to get the cost of production 
down and thereby put pressure on his fellow-members to 
make themselves efficient too—well, he can usually be 
tripped up in his financial arrangements or brought to 
heel by some other method.” The result is melancholy. 
“The entrepreneur used to be a venturer, but in too many 


cases he has become, in sad literalness, an undertaker, 
an embalmer of corpses.” 

here must be profits, but there must be “powerful 
and unremitting pressure to reduce costs of production.” 
Also, there must be full employment. 


Labor’s Share of Responsibility 


In the September 16 issue attention is directed to 
“Labor and Wealth.” Wages and profits, it is pointed 
out in the long run “go up and down together.” The 
growth of capital is not dependent on a larger proportion 
of the national income going to the rich: “In Soviet 
Russia, the proportion of the national resources devoted 
to capital was steeply increased by a regime which en- 
tirely abolished the rich.” Labor stands in its own way 
by encouraging the whittling down of profits to a point 
where the growth of capital suffers. Capital formation 
has been more difficult in Britain when Labor was in 
the ascendency. There is less and less excuse for such 
defensive tactics as social security grows. Liberal social 
policies are not too costly if made “the means toward a 
more rapid growth of wealth.” 

On the other hand “high wages are good for technical 
progress,” and ‘a steady pressure for higher wages is 
more likely to speed up than to slow down the pace of 
technical progress.” 

But labor organizations hamper industry through “ap- 
prenticeship regulations and demarcation disputes” and 
through limitation of output. (In America we use the 
term “jurisdictional disputes.) The unions obstruct the 
purpose of new machinery in lowering costs. ‘All ma- 
chinery is necessarily and intentionally labor-saving, and 
if it is not allowed to have its desired effect, it is purpose- 
less. The Americans have the expressive name of 
‘feather-bedding’ for all these devices.” A social decision 
is here involved. “A productivity policy should take as 
its criterion the output per man-hour and should leave 
to the democratic process the decision whether the wealth 
brought into existence by rising productivity shall be 
consumed in material goods or in leisure.” 

It is suggested that the State might agree to a universal! 
“closed shop” and that the unions “undertake to abandon 
—or at least to submit to impartial examination—any rules 
or trade practices or ‘feather-bedding’ customs which 
make for more man-hours” than are strictly necessary. 


An L. I. D. Symposium 


The League for Industrial Democracy has published 
a symposium, Postwar Planning for Peace and Full 
Employment the proceedings of its Spring, 1944, Con- 
ference.t The featured presentation is that of Walter 
Nash, Deputy Prime Minister of New Zealand and 
newly elected president of the I. L. O. It is a vigorous, 
liberal pronouncement, extolling the recently adopted 
“Declaration” of the I. L. O.* hailing the emergence of 
a new sense of social responsibility—‘plain Christian, 
moral and ethical obligation,” proclaiming that “we cannot 
save the world by continuing to hate anyone,” warning 
that “continuing harmony and cooperation between the 
Four Big Powers is in itself dependent upon the other 
and smaller nations being integrated into the national 
security system,” and confessing that there is fear abroad 
that after the war the United States “will wish to wash 


1 League for Industrial Democracy, 112 East 19th St.. New 
York 3, N. Y. 25 cents. 


2 See InFoRMATION SERVICE, May 20, 1944. 
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her hands of world responsibilities and to retire into 
isolation, whether national or hemispherical.” 

Thurman Arnold assailed the control of industry by 
private agreement with a seven-point indictment ot re- 
strictive policies. “The end,” he said, “is hatred of 
government by big business, distrust of big business by 
little business, hatred of all business by those who are 
insecure, and finally the use of power policies to gain 
special privileges by each warring group.” 

nul Rieve, president of the Textile Workers, C.1.O., 
traced the course of government efforts to monopoly con- 
trol in America and the effect of that policy on the for- 
tunes of labor. He declared, “ton the basis of American 
experience, | would honestly fear an international anti- 
trust-law—lest its first victims be the labor movements 
of the world which in the postwar period may seek to 
translate international solidarity into more concrete 
terms.” He criticized the Baruch-Hancock Report, 
saying that the production record it boasts of “can hardly 
he called the ‘free enterprise’ system. The government 
placed the orders, guaranteed the market and paid in most 
cases On a cost plus basis. The government controlled 
raw materials, provided plant and equipment, froze labor, 
even. in sub-standard jobs, and attempted to control 
rices.” 

John L. Childs analyzed the concept of full employment 
and placed the free-enterprise, socialist and mixed-econ- 
omy proposals in perspective. Charles \brams noted the 
about-face of financial interests on public aid to housing 
projects, but warned that the plans “favor the scuttling 
of the local housing authorities and the conferment of the 
public powers and subsidies upon the private agencies. 
The issue now is whether the public or the private 
entrepreneur are to get the government subsidies.” 

J. King Gordon noted the developments favorable to 
world peace and order in the British Commonwealth of 
Nations and in the “genuine and common aspirations” 
expressed in the international declarations, from the 
Atlantic Charter to Teheran. Norman Thomas expressed 
fear of peace plans that “begin with stressing the coopera- 
tion of the strong to preserve the status quo which the 
strong may set up.” Moscow and London, with the 
former holding “top cards,” have embarked on “sphere- 
of-influence politics” whose end is war, not peace. Ile 
called for “reconciliation and mutual forgiveness,” “self- 
determination for all peoples and the beginning of the 
end of imperialism,” and inclusive economic and political 
cooperation. He commended the Culbertson and Mac- 
Iver plans. 


Fascism and Liberated Europe 


In the New York Times Magazine of October 1 three 
articles discussed trends in Germany, Italy and France 
that affect the subtle and difficult problem involved in 
the effort to eradicate fascism. 


German Democracy a Delusion 


Leopold Schwarzschild, author of World in Trance 
and Primer of the Coming IWorld, seeks to dispel “Six 
Delusions About Germany” on which is based the argu- 
ment for a soft peace. “Nations,” he says, “do not have 
invariable properties because of ‘race’; but as a conse- 
quence of traditions, ideas and upbringing, they may 
have deeply rooted characteristics of their own.” 

Mr. Schwarzschild continues: “Only in Germany was 
the mole of a certain national vanity, which exists every- 
where, developed into the monstrous tumor of a ‘science,’ 
proclaiming the eternal, inherent and total superiority of 
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the German nation over all other nations. And only in 
Germany was this fantastic doctrine nourished by the 
additional fantasy that the mastery of this superior 
nation lies in nature’s own plan; ...” He argues that in 
Germany “the master-race idea did not originate in the 
ruling class but was wedded to the democratic tendencies 
of the period.” “The percentage of Hitlerites” among 
the Junkers “was not higher than in the rest of the 
nation.” Moreover, seven years after the defeat of 1918 
“the standard of life in Germany, according to the Ger- 
mans’ own statistics, was higher than it had been in 
1914, at the peak of their power. When the world 
depression came it was considerably less severe in Ger- 
many than in the victorious United States.” Also, nine 
years after defeat “German exports had surpassed the 
British and were second highest in the world,” and 
eleven years after, “the last remnant of the treaty [of 
Versailles] had disappeared.” Admitting that anything 
might happen, Mr. Schwarzschild maintains that “not one 
fact in the recent German past suggests that the warm 
rain of democracy, falling on German soil, would make 
sprout here the buds of pacifism in the near future.” 


Fascism Still Threatens 


Herbert L. Matthews, well known foreign correspon- 
dent, under the query “Can Italy Slay the Fascist 
Dragon?” reveals numerous difficulties in that country. 
“On all sides,” he says, “one hears the accusation that 
thousands of Fascists are seeking refuge in Communist 
ranks, just as many Spanish anarchists joined the Fa- 
lange after their civil war. Others are turning monarchist 
or regionalist—adopting any label under which they can 
get refuge and protection against prosecution.” He sees 
syme danger in the resemblance of the Italian Partisans 
to the Arditi of the last war, separated as they are “from 
the humdrum soldiery and from a society organized for 
peace.”” Communists and Socialists “are trying to revive 
party militias—an invention of fascism and one of its 
most potent weapons.” In Italy, as in Germany, there 
is the difficulty, Mr. Matthews says, “that there is no 
democracy to go back to,” so that “today an Italian 
government which is sincerely desirous of giving Italy 
democracy has no way to do it short of ten or twenty 
years of public education,” and reactionary forces still 
“derive their vitality from the same elements which in 
earlier days nourished or profited by fascism.” The 
petty bourgeoisie which was the backbone of fascism still 
provides a mass element for manipulation and_ Italy's 
leaders have no “clean-cut, popular, understandable 
alternative to fascism.” 


France at Last Awake 

From Paris Raymond Daniell writes of “The Dynamic 
Temper of the New France.” One feels, he says, “that 
the old order with its corruption and instability has died 
and that a Fourth Republic, dynamic, democratic and 
progressive, is waiting to be born.” With newspapers 
“clamoring for economic as well as political freedom” 
ideas “suppressed for four years by the Germans are on 
the march again, and the French, less traditional-minded 
than the British, are looking forward to something better 
than the status quo which the Nazis disrupted when they 
marched in.” 

“The parties of the Right and Center,” Mr. Daniell 
reports, “have been extremely quiet. The strangest and 
most vocal elements in French politics today are the 
Communists and those who, without being doctrinaire 
party followers, sympathize with them and work with 
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them. The Socialists have been showing signs of renewed 
activity, and the Radical Socialist party of former Prime 
Ministers Daladier and Herriot may come back.” The 
writer does not anticipate violent revolution and property 
confiscation, relying on [French realism and peasant in- 
fluence for compromise. The Resistance Movement is 
naturally ‘more.acutely conscious than the men of Algiers 
of the dislocations ands chads’ wrought in the national 
economy by four yeats of German occupation.” 

“The people of Paris have not been contaminated with 
Nazi ideas. On the contrary, they have seen totalitarian- 
ism at first hand and know that it is not for them. They 
have come out of the occupation more keenly aware than 
they or any other people have been for generations of 
the worth of the freedom for which their old leaders failed 
to fight four years ago.” 

In another section of the same issue of the Times 
Harold Callender speaks of this “revolutionary mood” 
of the French, a mood which, however, “does not imply 
violence or disorder but does imply innovations which 
may startle the foreign world.” The mood “is real and 
will persist; and the government will continue to pay 
attention to it, as it did this week in taking over the mines 
and the Renault factory and in proposing the confiscation 
of illicit war profits.” 


Is It Racial or Human Equality? 


The leading article in the October 7 Saturday Review 
of Literature points up an issue which is often overlooked 
in discussions of race relations by religious and social 
liberals. While there is general agreement among cultural 
anthropologists that significant differences that appear 
in different racial groups are not “in the genes” but are 
due to cultural factors, it is disturbing to have to rest 
an ethical principle upon the fluctuating data of the sociai 
sciences. 

In the article referred to, Louis J. Halle, Jr., says: “It 
is, of course, true that anthropological science by itself 
offers no basis for believing in racial superiority. But it 
offers no basis for precisely the same reason that astron- 
omy and integral calculus offer no basis, simply because 
it is not competent in the premises. It is not competent 
to measure virtues or to weigh vices. The plain fact is 
that races differ, just as individuals do, and while science 
can define the differences it cannot evaluate them. Science 
can say that Tom is taller than Jack, but it cannot say that 
tallness is good in itself or that it makes Tom superior 
to Jack. It can likewise say the Shilluk Negroes are 
taller than the Hottentots, but it cannot say they are 
therefore better than the Hottentots.” It is, therefore. 
“extremely dangerous to rest the doctrine of human 
equality on the physical, mental and cultural attributes of 
men.” 

On the contrary, “the only sound basis on which one 
can ultimately rest the doctrine of equality is in the as- 
sumption that men are distinguished from the rest of the 
animal kingdom by the possession of souls, that their 
souls partake of the divine nature of their Maker, and 
that by virtue of their souls they stand outside the final 
judgment of their fellow men. This is true whether they 
are black or white, strong or weak, tall or short, rich or 
poor. If I deny your right to murder or enslave me, it is 
not because I am as strong and as intelligent as you, 
which perhaps I am not, and if I deny the right of the 
Eskimos to exterminate or enslave the Onas it is not 
because I think the Onas as strong and intelligent as the 


Eskimos. If only strength and intelligence were the test, 
then they would have to be proved in conflict. The 
English settlers who deliberately exterminated the say. 
ages on the island of ‘Tasmania committed a crime, not 
because the Tasmanians were equal to them in cranial 
capacity, which they were not, but because they were 
presumably equal in the sight of God—or, if you will, 
before the moral law. Deny this moral basis for human 
equality, substitute cranial capacity or some other phys- 
ical attribute, and you have not only committed an ab- 
surdity, you have cut away the only solid ground from 
under the doctrine of freedom and democracy.” 


Certainly Christians are not ready to assume that if the 
anthropologists should discover data upsetting the thesis 
of racial equality as a factual matter we should abandon 
our insistence on the equality of human beings as an ethicaf 
principle. 


Al Smith and Aristotle 


The [Editor opines that readers of this Service will be 
interested in the following letter written by Justice 
Frankfurter to the New York Times (published Octo- 
ber 7): 

“One episode in Al Smith’s life can now be told, and 
it deserves perhaps not to go unrecorded, ° 

“Early in 1929 some sixty leading members of the 
Harvard faculties, who had supported Governor Smith for 
President, dined him as an expression of their esteem. To 
voice their sentiments the group selected as distinguished a 
mind as was then in active service at Harvard—Professor 
Alfred North Whitehead. The learning with which he 
compared Al Smith’s statesmanship to the latter’s most ap- 
propriate analogue among Roman Emperors heavily over- 
drew not only on Al’s learning but also on that of most of 
his colleagues. But it was done with such felicitous charm 
that Professor Whitehead’s remarks were freed from the 
slightest taint of pedantry and communicated only warmth 
of feeling and delight of mind. 

“When Al rose in response, the contrast between the two 
men could not have been more striking—the contrast be- 
tween the exquisite product of centuries of refined cultiva- 
tion and the child of Oliver Street who had outgrown the 
bounds but not the humanity of his origins. Their voices, 
their diction, the quality of their humor—everything about 
these two men seemed antithetic except their regard for the 
dignity of the common man and their appreciation of the 
awful difficulties of governing a modern society. 

“After a characteristically unpompous word of acknowl- 


edgment, Al launched into an hour’s talk that held the. 


gathering in the vise of his personality and of his unrivalled 
powers of exposition. Ironically expressing wonder at 
what he could say worthy of an academic company, he said 
that he decided to speak on the ‘weaknesses of the govern- 


ment of the State of New York.’ He picked that topic be- - 


cause ‘we have got to understand the weaknesses of govern- 
ment in order to know how to build strength against them.’ 

“It was an altogether fascinating performance, and its 
quality can perhaps most pithily be gathered from an obser- 
vation by Professor Whitehead. Since the occasion has 
passed into history, he will forgive me for quoting him 
without leave. As Al sat down, Professor Whitehead 
whispered to me: ‘How .\ristotle would have enjoyed this 
address!) Why shouldn't Harvard make Al Smith profes- 
sor of political science 
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